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Consumers and Organic

Interest in organic is growing because more & more consumers are
taking a closer look at how their food choices impact their health

• 75% of Americans believe diet is a better influence on health than 
medicine

• More than 60% of consumers believe lowering their exposure to 
potentially harmful chemicals will lead to better health

Source: Food Marketing Institute; Hartman, December 2003



Consumers and Organic

Consumers buy organic foods because they believe they are healthier for 
them and their families

Top Reasons Consumers Purchase Organic Foods

Health/Nutrition 66%
Taste 38%
Food Safety 30%
Environment 26%

Source: Food Marketing Institute; Hartman, December 2003



Consumers and Organic

Consumers buy organic dairy products because they are concerned 
about the affect on their health of added growth hormones, antibiotics 
and dangerous pesticides

Top Reasons For Purchasing Organic Milk

Concerned about growth hormones 76%
Concerned about antibiotics 73%
Concerned about pesticides 68%

Source: Hartman, December 2003



Consumers and Organic

Demand for organic products more than tripled from 1996 to 2002, and is 
forecast to triple again by 2007

1996 2002 2007

$3.6B $11.6B $30.7B

Source: Datamonitor, December 2003



Consumers and Organic

Organic dairy is one of the largest and fastest growing organic segments

2002 2007 5yr-CAGR

Produce $6.0B $12.2B +15.4%

Dairy $1.7B $5.4B +25.7%
Bakery & Cereal $1.0B $3.2B +25.5%

Source: Datamonitor, December 2003



Organic Milk Growth
Organic milk is the largest segment within the organic dairy category.  
On track to double in size within a 3 year timeframe.
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Consumers and Organic

65% of Americans say they have tried organic foods and beverages

• 10% claim they eat organic several times per 
week

• IRI reports organic dairy in 4.4% of
households

Source: Whole Foods Market Organic Trend Tracker Nov 2005; IRI Panel Data June 2005



Retailers and Organic

• As more consumers become interested in organic, a broader base of 
retailers are considering organic in their product mix

• Organic milk has 89% ACV in traditional grocery stores, and roughly 70% of 
grocery stores carry some organic dairy or juice

• 100% of Wal-Mart Supercenters carry organic milk

• Most club stores carry some organic food items



Supply Dynamics









Organic Milk Supply Overview
In some respects we’re not that different than conventional 

milk
– Organic farmers are affected by increases in energy costs
– When feed costs go up, it’s harder for farmers to make money, 

so they feed less high quality proteins, etc.
– We have spring flush, too 

In some respects, we’re very different from conventional 
farmers:
– Cost of raw milk supply rising due to increased competition and 

increased cost of production on the farms



Organic vs. Conventional
• We pay processors / producers a premium for producing 

in accordance with the National Organic Program

• Organic milk prices are not linked to conventional milk market

USDA establishes the minimum price paid for conventional milk 

Market dynamics set the price, not the government 

Organic farmers paid a flat rate; usually multi-year contracts

• Organic feed costs significantly higher than conventional



Organic Feed Costs at all time high

0

5

10

15

20

25

30

$35
Soybean
Meal

Alfalfa Hay

2000 2001 2002 2003 2004

Organic feed price 
(per cwt)

Average

Whole Corn

2005

Market drivers:

› Organic Poultry

› Investment to 
convert land



Organic Feed Costs are high
Contributing to …
• A slowdown in amount of land converting to Organic
• Higher price of raw milk

Combined with …
• Competitive demand for supply
• Added challenges from regulation changes



Ongoing Efforts to Improve our Supply

• Own & operate two dairy farms:
– Idaho in 1994 ~4,500 milking cows

– Maryland in 1997 600 milking cows

(Paul) Idaho Farm

MAZY Acres Farm

• Partner with 325+ family farmers
– From 12 to 2000+ cows 

– Helping to transition ~179 farms to 
organic (adding more continually)



Regulatory Issues

-Arthur Harvey Lawsuit
-Pasture Issues



The Law
• The Organic Foods Production Act 

(OFPA) 

• Created by Congress in 1990, as part of 
the US Farm Bill, it established the 
framework for organic standards and 
required a national organic program

• OFPA can only be changed by Congress

• 1990 to 2000 saw development of a 
comprehensive set of organic rules & 
procedures



The Regulations
• The National Organic Standards, 

under USDA’s National Organic 
Program (NOP), are the regulations 
which implement OFPA, the law

• The NOP regulations, also called the 
Rules, went into full effect on 
October 21, 2002



The Regulations of Organic 
Agriculture

• 3 years of organic farming practices before the land and its 
crops can be certified organic

• 1 year of organic farming practices before the milk cow or 
goat and its products can be certified organic

• Ruminants must be on pasture

• Produced without harmful pesticides, growth hormones, 
antibiotics, genetic engineering, irradiation

• Certification based on process, not product

• All synthetics used must be approved by the NOSB

• Regular inspections

• Organic Farm Systems Management Plan



The Public Process—National 
Organic Standards Board (NOSB) 

• A 15 member board of volunteers, appointed by the 
Secretary of Agriculture, whose responsibility is to advise 
the USDA on materials and implementation of the 
organic regulations



The Harvey Conflict—the Issue
• Arthur Harvey, a producer and handler of organic blueberries and

other crops, (and an organic inspector employed by USDA-
accredited certifiers) initially filed a lawsuit alleging that nine 
provisions of the NOP Final Rule are inconsistent with OFPA.  He
lost the case

• Arthur Harvey appealed the Court’s decision, focusing on 7 of the 
original 9 counts

• In June 2005, the U.S. Court of Appeals for the First Circuit agreed 
with Harvey on two of the seven counts, with a third needing 
clarification



The Harvey Conflict—the Verdict

• Count 3 (synthetics):  The Regulations established a thorough and 
transparent process, exercised over 12 years by the NOSB, for 
reviewing and approving certain synthetic materials necessary for 
processing organic food, such as pectin, carbon dioxide and baking 
powder.  The Court found that OFPA specifically forbids the addition of 
synthetic ingredients in processing

• Count 7 (whole herd transition):  The Regulations allowed dairy 
animals being “converted” to organic production to be fed 80% organic 
feed for the first 9 months.  The Court found this to contravene OFPA, 
which requires dairy animals to be fed 100% organic feed during the 12 
month transition



OTA Spearheads a Legislative Fix

• In the face of controversy and negative press, generated 
by the NGO’s and activists that supported Harvey, the 
organic community, led by the Organic Trade 
Association, worked together towards a mutually 
agreeable resolution of the issue 

• It was decided that only a Congressional amendment of 
OFPA would reverse the effects of the Court decision



Current Legislative Status
• October 26, 2005: The House and Senate Agriculture Appropriations 

Conference added the OTA language to the agriculture appropriations bill, 
as a manager’s amendment

– The language amended OFPA to reverse the consequences of the Court decision 
in the Harvey case  

– Language was also added to the bill that requested a USDA study on the effect of 
the court ruling on organic farmers, processors, and consumers

• October 28, 2005: The full House approved the language
• November 3, 2005: The full Senate approved the language
• Signed into law by the President

– USDA will then amend the regulation



Pasture Requirements
• Pasture is not in the Organic Foods Production Act of 1990 

• Pasture is required in the Regulations in 4 places

• Specifics as to days or time on pasture and amount of feed from 
grazing is not currently included in the Regulations



Pasture Requirements
Subpart A - Definitions
§ 205.2 Terms defined.
Pasture. Land used for livestock grazing that is managed to provide 

feed value and maintain or improve soil, water, and vegetative 
resources

§ 205.237 Livestock feed.
(a) The producer of an organic livestock operation must provide livestock 

with a total feed ration composed of agricultural products, including 
pasture and forage, that are organically produced and, if applicable, 
organically handled



Pasture Requirements
§ 205.238 Livestock health care practice standard:

(a) The producer must establish and maintain preventive livestock health care 
practices, including:

(1) Selection of species and types of livestock with regard to suitability for site-
specific conditions and resistance to prevalent diseases and parasites;

(2) Provision of a feed ration sufficient to meet nutritional requirements, 
including vitamins, minerals, protein and/or amino acids, fatty acids, energy 
sources, and fiber (ruminants);

(3) Establishment of appropriate housing, pasture conditions, and sanitation 
practices to minimize the occurrence and spread of diseases and parasites;

§ 205.239 Livestock living conditions:
(a) The producer of an organic livestock operation must establish and maintain 

livestock living conditions which accommodate the health and natural 
behavior of animals, including:

(1) Access to the outdoors, shade, shelter, exercise areas, fresh air, and direct 
sunlight suitable to the species, its stage of production, the climate, and the 
environment; 

(2) Access to pasture for ruminants



Pasture: NOSB Recommended Rule Changes

Rule Change for §205.239(a) (1) and §205.239(b) (2):
The NOSB recommends a rule change to make the language in 

§205.239(a) (1) and §205.239(b) (2) consistent with the language in 
§205.237(a) (2). The language, therefore in §205.239(a)(1) would read 
“Access to outdoors, shade, shelter, exercise areas, fresh air, and direct 
sunlight suitable to the species its stage of life, the climate, and the 
environment. 

Rule Change for §205.239(a) (2):
The NOSB recommends that §205.239(a) (2) be amended to read:
§205.239(a) (2) Ruminant animals grazing pasture during the growing 

season.
This includes all stages of life except:
a) birthing; b) dairy animals up to 6 months of age, and c) beef animals 

during the final finishing stage, not to exceed 120 days.  Note: Lactation 
of dairy animals is not a stage of life under which animals may be 
denied pasture for grazing.



Organic Standards Clarification
• Pasture has been a contentious issue, used as a “rallying 

cry” in the big versus small debate in organic

• At the crux has been ambiguity in the regulations, 
specifically around pasture for milking cows

• The NOSB has attempted numerous times to clarify 
pasture.  Most recently, they developed an aspirational 
guidance document.  The guidance was meant to be 
aspirational only, in order to satisfy activists

• Horizon Organic has supported both the aspirational 
guidance and a Rule change that would clarify that 
lactation is not a stage of life during which a farm is exempt 
from pasturing their animals.



Organic Standards Clarification
• Pasture received further consideration at the NOSB 

meeting on Nov 16th

– USDA announced it would publish an ANPR (Advanced notice of 
proposed rule making) in February followed by a 60-90 day 
comment period on pasture rule changes 

– USDA will hold a pasture symposium at April NOSB mtg w 2-4 
panels with experts providing testimony on consumer expectations, 
animal health, feasibility  

– After 60 days, USDA will take all the above info plus NOSB 
recommendations and will synthesize into a new proposed rule 
(draft regulation language). Then after another 60 day public 
comment period, they will propose new language on pasture to be 
incorporated into the rule.  

– The goal is to provide clarity on pasture requirements for farms to 
be certified organic.



Conclusion

• Organic Dairy is a very dynamic industry
• With rapid growth, there are often unforeseen 

challenges to an industry
• Consumers are buying organic for health and 

well-being benefits
• Industry-wide supply constraints are not easy to 

resolve quickly
• Regulatory systems must be flexible to 

accommodate rapid change if necessary
• Big ≠ Bad
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